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I 
INTRODUCTIO~! 
Statement of Problem 
A problem of greatly increasing significance faces 
industry today, because of the rapid fall in the purchasing 
power of the dollar. '\'Jhile the risks ::-nd difficulties 
brought about by this rapid decline arc primarily those of 
1 
management and owners of corporate :o::-+;crprises and businesses, 
it is of importance that the accountant, the yardstick of 
whose profession is the varying dollar, be aware of such pro-
blems, and to seek and offer methods by ''lhich these problems 
can be solved. Although management has V1e final word in the 
method of solution, it is incumbent upon the accountant to 
offer such advice and counsel so as to aid management in 
arriving at a solution. 
Significance of Problem 
Because of a decline in t':Je purchasing power of the 
dollar from $2.16 in 1895 to $.65 today,* the problem has be-
come somewhat critical, and promises to become more so, with 
the possibility of still further declines. Some managements 
have already recognized the risks and difficulties involved 
and have made an effort towards a solution as evidenced by the 
following excerpt from a letter to the stockholders of the 
Socony Vacuum Oil Co., dated Dec. 15, 1947: 
"As previously stated, the company's consolidated net 
*"Prices and l'iages, 1850-1951", Dun and Bradstreet, 
New York, N.Y., 1952 
earnings for the first nine months of 1947 are 
estimated at $66,000,000 which compares ~lith 
$36,000,000 in the same period of the previous year. 
Unless fully understood, this seems to be a large 
increase. In fact, however, because of inflation, 
the figures, though correct, require interpretation. 
For example, depreciation reserves, based as they 
are on original cost of plant, are grossly inadequate 
to replace that plant at today' s costs, which are 50% 
to 200% higher than pre-war. Furthermore, because all 
oil companies must expand facilities to meet the large 
demand for products, an abnormally high proportion of 
earnings must be ploughed back into the business."* 
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Many prominent men in and out of the accounting 
profession have also recognized the problem and have discussed 
it at length in published reports, excerpts from which follow: 
"Sweeping changes in dollar value bring unrecognized 
losses and gains all along the line. A cash balance 
of $1,000,000, for example, may represent much less 
purchasing power at the end of a year than it did at 
the beginning of the period, but the very real loss 
is not disclosed by convential income statements. 
Similarly, outstanding liabilities represent a spec-
ulation in the value of money, with the possibility 
very substantial loss or gain." ••• Paton** 
*22, Letter to Stockholders ** 42, pp.llB-121. 
"Investors in capital goods are entitled to recover 
economic or purchasing power value rather than 
monetary value of their investment." ••••• Terborgh* 
"Fluctuating dollar is a reality ••• Common law limi-
tation on dividend distribution: Original capital 
must not be impaired but must be conserved to con-
tinue the enterprise. Problem for accounting 
purposes: dollar conservation, or purchasing power 
conservation. 11 ••• Spear* 
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It must not be assumed, however, that in view of the 
above, all are in agreement that a change in procedure must 
be made. On the contrary, there are those who insist that 
the present methods are sufficient to meet all of the 
difficulties brought about by rising prices, and t~at no 
change is warr,mted. Such men have been equally emphatic 
about their position as sbown by the following excerpts: 
"Public accountants, by applying current accounting 
principles, have performed their essential duties of 
full disclosure of all relevant facts. Cost basis 
in accounting must be used." ••••• Ellis~"* 
" . .•... earn1ngs should be computed and reported on a 
cold realistic t b · 11 B~ll*** cos as1.s. . .•.. e , 
"The correct solution to the pro~lem lies in the 
education of t~:e r:"~blic in the problem of business 
*44, pp. 371-375, 369-371. 
'-**6 J pp. 40-41. 
economic 
economics and the way in which they are affected 
by fluctuations in money values. Th:~s requh'es 
not a revision of accounting statements, ~ut a 
thorough-going exposition of thc;ir significance 
as stated." ••••• Greer* 
"Tl1e profits now being reported are indeed real 
and are represc::1ted in the normo:l c:o.se by in-
creases in cas:-, and other iter.'s of working 
capital. Accountants shoulc' :>ecognize, as many 
of t:,em do, that men 1 s winds as well as prices, 
are infected by t',e inflationary t:'end. 11 ••• Kohl2r* 
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It is not the purpose of t!cis report t() evaluate 
at len~t:: the 1nerits of both sides of tle exgarr.ent. That 
portion of the cc::1troversy, the author leaves to much more 
qualified individuals, and reference to the bibliography 
will provide sources for ample argun;mt of both sides of 
the question. However, it ',Jill be seen tto,t th:: aut.hor is 
convinced of tr.e existence of the problem, and that it is 
of s~ch significance so as to warrant finding a solution. 
The report itself deals with the difficulties brought 
about by rising prices, and possil)le methods of r.~eeting 
these difficulties. 
Perhaps, at this poi:1t, 2 simplified statement 
of the proble~r would be desir2ble. Assume A Corporation, 
orgaYJized by a group of investors, who have contr'buted 
$100,000, co!Dlllences operations by investing this money in 
assets at a time when purchasing power of the dollar is 
100%. Some years late~, let us &ssurrce tha.t the dollar 
purchasing power has decreased to 50%. The problel'l that 
immediately poses it self is this: is it proper accounting 
to cl:arge income dollars of 50% purcl:2.sing power with 
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costs incurred in prior years of dollars of 100% purchasing? 
po·,;er? Such micrepresentative charges r;re brought about, 
for example, by charging against the revenue dollar of 50% 
purchasing power, depreciation of the assets based on 
original cost, such cost expressed in terms of dollars of 
100;~ purcl:.asing pov;er. It is fairly evi:i:.mt that mainten-
ance of the dollar base, t;ithout ~ecognition of the 
fluctuation in this 'case, has resulted, in this example, 
in an un·ierstatement of actual cost 2nd hence, a resulting 
overstatement of profits. Granted, the orisinal dollar 
cost of the asset is ';:;sing charged properly b•.1t ti:e economic 
or purchasing pov:er value of the dollar is being entirely 
ignored to the serious detriment of the owners of t[,e enter-
prise. Considering the economic value of tr.e dollar, it is 
possible under the prese::t system of approved accounting 
procedures, for the corporation to disburse by means of 
dividends, original capi ';.o_l purcbasin;; power, which '.lnder 
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present tax laws, is taxed as profit on investmentl To di-
gress for a moment, it is exactiy this problem that poses 
serious difficulty for the government in its sale of defense 
bonds. Much to the regret and surprise of millions who pur-
chased war bonds some ten years ago, although, as guaranteed, 
they did receive $4 for every $3 invested, they actually re-
ceived less than they invested originally in purchasing power, 
resulting in what accountants today ignore as unrecognized 
losses. Many of these investors are able to offer potent 
arguments to the contrary. Managements today face precisely 
the same problem, namely, that in this period of rising 
prices substantial unrecognized losses are being incurred with 
no provision being made for them. 
According to the American Accounting Association,* 
in its article entitled, "Accounting Principles Underlying 
Corporate Financial Statements," the following is considered 
a basic assumption: 
"The purpose of periodic financial statements of a corpo-
ration is to furnish information that is necessary for 
the formulation of dependable judgements. A knowledge 
of the origin and the expiration of economic resoources 
of a corporation and the resultant changes in the inte-
rests of its creditors and investors is essential to 
*3S, pp. 134-140 
this purpose; and these facts should be expressed 
in such a manner as to make financial statements 
both intelligible, and, in so far as is possible, 
comparable with the statements of other periods and 
of other corporations. The reader of the statement 
should be able to assume that, in the abscence of 
clear indications to the contrary, certain basic 
principles of standards have been followed, To 
achieve this end, a unified and coordinated body of 
accounting theory is required." 
By adherence to generally accepted accounting principles, 
as recognized today, such principles ignoring dollar value 
fluctuations, how is it possible, as it states above, to 
formulate dependable judgements, and to create intelligible 
and comparable statements? 
Approach to Problem 
The problem will be approached first, by a des-
cription of the effects of an inflationary cycle upon the 
various accounts found in financial statements. Next, will 
be a presentation of methods, both in use today, and those 
suggested by several prominent authors. Having discussed 
the difficulties encountered, and the methods employed by 
others, the final sections of this report will be devoted 
to a method proposed by the author followed by a discussion 
of results and criticisms. 
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II 
EFFECT OF INFLATIONARY CYCLE UPON ACCOUNTING 
STATEMENTS 
s 
In order to understand and appraise the solutions 
which follow, a detailed analysis of the effects of a fluc-
tuating dollar upon accounting statements and the accounts 
usually found therein would be appropriate. The method of 
analysis will be to consider the various accounts usually 
found on both Statements of Income and Financial Position, 
and to see how such items would be affected by changes in 
the dollar value. 
Money-value Assets and Liabilities 
Cash, at first glance, may seem to offer the least 
difficulty, but careful thought may alter this somewhat. 
Assume that during the course of operations, a company ac-
quires and holds on to a cash balance of $1000 when the 
purchasing power of the dollar is 100%. Let us further as-
sume that at the end of the accounting period, the purchasing 
power of the dollar has dropped to SO%. If the company has 
maintained this balance of cash throughout this period, it 
Has experienced a 20% loss of purchasing power. The reason-
ing behind this is that if the money was spent at the begin-
ning of the period it would have bought more than if spent at 
the end of such period. Expressed differently, it woult take 
$1200 of So% purchasing power to buy the same amount of 
material goods that $1000 would have bought at the beginning 
of the period. This type of loss, known in Germany after 
World War I, as a "Money-value" loss, also occurs on 
Accounts Receivable outstanding and other similar type 
assets. Here, the receivable is stated in dollars of 
value at time of transaction, and depreciation in dollar 
value that occurs while receivable is still outstanding, 
results in exactly the same type loss that occurs in cash. 
It is obvious that gains instead of losses occur if cash 
is maintained or accounts receivable are outstanding while 
the dollar increases in purchasing power value. 
On the other side of the picture however, the op-
posite is true. That is, if accounts payable and other 
similar money value type liabilities are outstanding while 
a depreciation in money value occurs, a gain, rather than 
a loss occurs. The reasoning here is that goods and ser-
vices are received when dollars have a higher value than 
when these items are paid for. Here also, if a rise in the 
value of a dollar occurs while money-value liabilities are 
outstanding, a loss results, the reasoning being just the 
opposite to that when the decline occurs. 
Inventory 
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The next item to be analyzed is that of inventory, 
and here we have one of the anomalies of present day ac-
counting procedures. Whereas usually, historical cost is 
the prime consideration in the valuation of assets, it is 
approved procedure to vary from this rule somewhat and to 
apply the so called 'Cost-or-Market rule in the valuation 
of inventory. Examination of the effects of this rule show 
10 
that it provides for the decline in prices but makes no 
provision for a rise in these same prices. The rule is 
proper in that portion of the cycle where the price level 
is falling, but when prices rise, its results are deficient 
in that it prevents proper allocation of costs to revenue 
by understating such costs, resulting in overstatement of 
profits. A revision or modification of this rule is neces-
sary to provide for both contingencies. Examples of such 
modifications are found later ~n this report. 
Real-value-Assets 
Fixed or so called 1Real-value 1 assets, such as 
buildings and equipment, are also affected greatly by chan-
ges in dollar value. In present practice such items are 
purchased and carried on the books at their original cost. 
Their original cost is then charged against operations 
by use of some mathematical scheme until original cost is 
completely charged off. Such procedure is perfectly adw-
quate and proper, provided the value of money does not 
change. However, if such change does occur, continued use 
of such procedure is detrimental to owners of enterprise 
ia that proper allocation of costs to revenue is not being 
practiced, and in periods of rising costs, greater current 
cost is being incurred than is being charged to revenue, 
resulting in fictirious profits being reported. This in-
curring of greater costs than is being charged is brought 
about by the fact that the asset being charged off was 
purchased with dollars of greater purchasing power than 
ll 
the dollars of revenue to which it is being charged. There-
fore, the portion of the asset consumed should be expressed 
by a greater amount of revenue dollars. To illustrate, 
assume a machine, life one year, is purchased at beginning 
of year when purchasing power of dollar is 10~. At the 
end of this year, assuming that purchasing power has decreased 
to 50%, under present procedure, only $100 is charged as 
depreciation expense. However, because of the fall in the 
value of the dollar, $150 is now needed to replace the 
machine, It is the author's contention that merely charg-
ing off the original cost is not proper matching of cost 
to revenue, and closer matching of such costs to revenue 
would be accomplished by charging off the greater sum, in 
this example, of 1150. Failure to do so, will result in 
diminution of original capital purchasing power along with 
the reporting or erronious profits. Land, another real-
Talue asset, is peculiar to the normal situation in that it 
usually remins intact and is not consumed in the normal 
manufacturing processes. Granted, its valuation is affected 
by changes in dollar value, but, of more importance, are 
seemingly unrelated circumstances peculiar to each situation. 
Therefore the valuation of land must reflect these circum-
stances resulting in valuation procedures that are governed 
by the conditions surrounding each situation. 
Fixed Liabilities 
This type of liability is not encountered to fre-
quently and detailed consideration is not necessary. In the 
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usual case, it is a contract to deliver goods or services at 
some future date at some agreed price. If the price level 
changes between the time of the agreed price and the time 
of delivery, a gain or loss is encountered similar to the 
type encountered, under the same conditions, in other types 
of outstanding liabilities. 
Long Term Liabilities 
As far as long term liabilities are concerned, if 
they remain outstanding while a change in money value occurs, 
gains and losses similar to the type encountered in money-
value liabilities are also incurred. For example, if such 
a liability is outstanding while depreciation in money value 
occurs, a gain is encountered in that if paid off, it is 
paid off with dollars of less purchasing power than the 
dollars at the time of inccurrance of the liability. The 
opposite is true, of course, if a rise in money value occurs, 
while the liability is still outstanding. 
Net Worth Sectiom 
This section of the Statement of Financial Posi-
tion is meant to reflect the original invested capital plus 
all subsequently acquired capital. Obviously, the purcha-
sing power value of this section changes as the value of 
the dollar changes. One of the objectives of this report 
is to present a system of accounting procedure that will 
enable the net worth section to represent original capital 
purchasing power plus all additionally acquired purchasing 
power. Changes in the dollar value here will be reflected 
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automatically as a result of such changes being reflected 
in all of the accounts mentioned above. The actual mech-
anics of procedure differ in method as illustrated on the 
following pages. 
Income Statement 
The Income Statement has been described as the 
link between successive Financial Position Statements, in 
that it is a description of the inflow and outflow of 
assets. Most of the revenue and expense items are expressed 
in their current value at the time of transaction and no 
adjustment is necessary here. These transactions are di-
rectly reflected by the changing balances in the Statement 
of Financial Position. Adjustment of these balances, as 
discussed previously, will account for all the gains and 
losses due to changes in money value. Therefore, no adjust-
ment in the Income Statement for the figures representing 
Sales or Expenses, other than Cost of Goods Sold, is neoea-
sary. Adjustment of the inventory and depreciation elements 
of Cost of Goods Sold is necessary to meet our objective 
of maintenance of purchasing power. The mechanics of ad-
justment here vary in each case as will be seen. 
Summary 
As noted from the above discussion, there are 
many so called unrecognized gains and losses that are very 
real and important, caused by varying money values. As will 
be seen, there are also many ways that have been used and 
proposed to account for these gains and losses. This report 
l~ 
will examine a few of these methods, such examination being 
the subject of the next chapter. 
III 
VARIOUS METHODS OF STABILIZATION 
The problem of inflation and its effects upon ac• 
counting procedures is not entirely new, and, fortunately, 
we are able to look back into history and examine the ex-
periences of others as they have tried to meet the problems. 
Germany, in the period immediately after World War I, and 
France, in the immediate past and today, provide us with 
actual experiencing of these problems and also of methods, 
actually used and in use, adopted to meet the difficulties 
encountered, In addition to these actual experiences, 
there have been many methods proposed by prominent men in 
this country, and a few of these will also be examined. 
German Inflation Accounting* 
The first procedure we shall examine is that 
most widely used in Germany during its inflationary period 
immediately after World War I. Actual figures show that the 
German Gold Mark fell, in the short period of five years, 
from a pre-war value of a little less than $.2~ to a value 
of about $.06. In the ensuing period it dropped drastically 
to a value of less than one thrillionth of its pre-war 
worth. (One Gold Mark was equivalent to l,ooo,ooo,ooo,ooo 
*l7,pp. 180-190. *18, 104-116 
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paper marks.) The dollar ia this country today, fortunately, 
has decreased in value nowhere near the degree experienced 
by the mark but the value of examination of the results of 
the German Inflation lies in the fact that it will vividly 
portray the erronious nature of these results. 
The description of a few of the effects of this 
marked degree of inflation in Germany will begin by exam-
ining a typical asset account to see how it would appear 
during the inflationary cycle. The facts are graphically 
illustrated by the figures shown on the following page in 
Table I, which is an actual reproduction of an account as 
it was compiled during this period. 
One can immediately see that the total of paper 
marks is meaningless since the entries into the account 
are not representative in that the basis used, in this case 
the paper mark, is itself a varying quantity. No accurate 
conception of actual worth is possible until conversion 
into some stable value is completed, in this case, the stable 
value being the pre-war German Gold Mark. With the possibi-
lity of the conversion not being made, how would it be possible 
to make comparisons between results of operations for differ-
ent periods, or, for that matter, to arrive at any comprehen-
sive and understandable results of operations? 
All of the various accounts are affected similarly, 
as described in the previous chapter. The Income Statement 
results are distorted and meaningless, and in an inflationary 
\() 
..... 
Factory Buildings* 
Gold 
Paper Marks Conversion Factor Marks 
Jan. 1914 100,000 1 lQO,OOO 
Dec. 1918 4,166 2.083 2,000 
Aug. 1921 200,8L;O 20.084 10,000 
Dec. 1922 2,626,299 1750.866 1,500 
Jan. 1923 1,167,200 11,672 100 
March 1923 999,400 4,997 200 
July 1923 2,620,340 262,034 10 
Oct. 5, 1923 21,439,177,950 142,927,853 150 
Nov. 3, .1923 2 1000 1 282,8~2.ooo.ooo 1,000,494,971,000 2.000 
Cost 115. 960 
*17, PP• 183 
Table-I 
17 
period usually recording fictitious pro£its. 
In Germany at the time, as in this country to-
day, many individuals recognized the problem and came forth 
with ideas and methods of meeting the difficulties. The 
most common of these ideas was the method of selling at re-
placement cost plus profit. The direct objective of such 
procedure was to maintain material capital and approximate 
the maintenance of real capital. Material capital is the 
actual physical equivalent in goods whereas real capital 
is the equivalent not in goods but in economic purchasing 
power. Maintenance of such material capital is not prudent 
business procedure in that such physical goods may be de-
creasing in desirability with the passage of time, or 
perhaps such identical goods may not be required for busi-
ness needs. However, maintenance of purchasing power, or 
real capital as it is called, is much more desirable since 
it maintains value while avoiding the harmful effects of 
maintenance of material capital. Monetary fluctuations, 
as illustrated previously results in the over or under 
maintenance of real capital invested in assets. 
The method actually used at this time to stabi-
lize the accounts, in the majority of instances, was basic-
ally overall conversion to a Gold Mark basis. This method 
was generally adopted because of its simplicity and the 
possibility that it would allow results of different per-
iods to be compared intelligently. Also, most of the 
18 
businessmen were accustomed to the Gold Mark, and once the 
system was inaugurated, the amount of labor needed to con-
vert the results was comparatively small. 
An illustration of how the system operated fol-
lows:* 
Opening Balance Sheet 
Land 100,000 Capital Stock 500,000 
Buildings 400,000 Surplus 100,000 
Machinery 300,000 Undivided Profits 20,000 
Inventories 200,000 Depreciation Res. 80,000 
AcjReceivable 150,000 Bonds Payable 100,000 
Notes Receivable 45,000 Mortgage Pay. 200,000 
Cash 5.000 Ac/Payable 200,000 
1 1 200 1000 1 1 200 1QOO 
In this illustration we have assumed the Gold 
Mark Conversion system has already been iaitiated some time 
previously and therefore, the above balance sheet is ex-
pressed in Gold Marks, The uncorrected end of year balance 
sheet and profit and loss statement appear on next page 
with values expressed in Book Marks of varying values exis-
tent at times of transactions throughout the year: 
*18, pp. 104-116 
Balance Sheet-Uncorrected 
Land 100,000 Capital Stock 1,ooo,ooo 
Buildings 460,000 Surplus 200,000 
Machinery 400,000 Undivided Profits 500,000 
Inventories 1,400,000 Depreciation Res. 110,000 
Ac/Rec7ivable 1,240,000 Bonds Payable 200,000 
Notes Receivable 160,000 Mor~gage Pay. 250,000 
Cash ~o.ooo Ac/Payable 1·3~·000 J.ifo1oao l. 1000 
Profit and Loss-Uncorrected 
Expenses 335,000 Gross Profit 900,000 
Mortgage Interest 7,000 
Bond Interest 8,000 
Bad Debts 20,000 
Depreciation 30,000 
Net Profit u 
To correct current year's operating results by 
conversion to a Gold Mark basis, and, therefore, arrive 
at year end corrected statements, these corrections are 
necessary: 
a) The land account remains the same since it re-
mained unaffected throughout the year. 
b) Assume addition to building account took place 
on Jan. 2, when no fluctuation in Mark had oc-
curred, and therefore, no correction of building 
account is necessary. 
19 
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c) The increase in the machinery account took place 
on Dec. 7th when currency was worth 1/lOth of 
what its value was on Jan. 1st. The correction 
needed is: 
1/1 Balance 
12/7 Increase 
300,000 
100,000 
ltOO.OOO 
12/31 Balance (new) 310,000 
12/31 Balance 
MOney value loss 
310,000 
90.000 
400,000 
d) The uncorrected merchandise account, a peculiar 
mixed account used in Germany at the time, ap-
peared as follows. 
1/1 Inventory 
Purchases 
12/31 Gross Profit 
200,000 
4,800,000 
90i.OOO 
5.900.000 
Sales 4,500,000 
12/31 Balance 1,400,000 
5.900,000 
The uncorrected gross paper profit of 900,000 book marks is 
carried to Profit and Loss. Correctly stabilized, the 
account appears as follows: 
1/1 Inventory 200,000 Sales 4,500,000 
Purchases 4,800,000 12/31 Inventory 140,000 
Gross Loss J60 1 000 5.000.000 5.000,000 
1/1 Inventory 140,000 
This account shows vividly how various interpretations re-
sult in widelJ divergent results using the same data. 
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e) Accounts Receivable is stabilized as follows: 
1/1 Balance 150,000 Credit of Cash Rcpts. 3,390,000 
Credit Sales 4,500,000 12/31 Bad debts 
Balance 12/31 
20,000 
124,000 
%,650.000 
124,000 
Money value lass 1:116:000 4_650.000 
1/1 Balance 
f) No correction is needed for depreciation expense 
since it is calculated on Gold Mark Basis, 
g) In Bonds Payable Account, a money-value gain is 
encountered and calculated as illustrated: 
12/31 Balance 
Money Value Gain 
20,000 
lSO~OOO 
200. 00 
1/1 Balance 
May 5-Sold for cash 
1/1 Balance 20,000 
100,000 
100.000 
200.000 
The lSO,OOO gain includes 90,000 gain on original balance, 
plus a 50,000 gain on the sale at May 5th, plus 40,000 
resulting from depreciation of May 5th sale to 10%. The 
Gold Mark equivalent of sale at May 5th was 50,000 and at 
Dec. 31st, was only 10,000 which accounts for figures 
40,000 and 50,000 above. 
h) The Capital Stock account appears as follows: 
12/31 Balance 1,ooo,ooo 1/1 Balance 
May 10-3old for cash 
Oct. 5-Sold for cash 
1.000,000 Nominal Par value 
500,000 
200,000 
300,000 
1.000.000 
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On May 101 200,000 Paper Marks was equivalent to 100,000 
Gold ~~rks. On Oct. 5 300,000 Paper Marks was equivalent 
to 100,000 Gold Marks. With a beginning balance of 500,000 
Gold Marks, the ending balance is now 700,000 Gold Marks. 
i) Finally, the Surplus account is adjusted as illus-
trated: 
1/1 Balance 100,000 12/31 Balance 150,000 
Money-value Gain 50,000 
200,000 
May 10-Prem. on Cap. Stk. 100,000 
200.000 
1/1 Balance 150,000 
The premium on the Capital Stock issued has depreciated 
50% resulting in a money value gain of 50,000 marks. 
Incorporating the corrections illustrated above 
into the final Gold Mark Stabilized Statements, gives these 
results: 
Balance Sheet 
Land 100,000 
Buildings 460,000 
Machinery 310,000 
Inventories 140,000 
Ac/ Receivable 124,000 
Notes Rec. ·1~9000 
Cash 4,000 
Deficit from Opera: 
1/1 Undivided 
Profits 20,000 
Net Loss 25 .ooo 5 ,ooo 
1.159.000 
Stabilized 
Capital Stock 700,000 
Surplus 150,000 
Depree. Reserve 110,000 
Bonds Payable 20,000 
Mortgage Payable 25,000 
Ac/Payable 154,000 
1.159.000 
Expenses 
Mort. Interest 
Bond Interest 
Bad Debts 
Depreciation 
Gross Loss-Goods 
Money-value loss: 
Machinery 
Ac/Receivable 
Notes Receiv. 
Cash 
Profit and Loss Stabilized 
355,000 Money-Value gain 
7,000 Surplus 
8,000 Bonds Payable 
20,000 Mortgage Payable 
30,000 Ac/Payable 
360,000 
Net Loss 
90,000 
1,116,000 
144,000 
J6,ooo 
2,166,000 
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300,000 
50,000 
180,000 
225,000 
1,386,000 
25,000 
2,166.000 
The most important point illustrated by the 
preceding example of stabilization is that what is reported 
as an apparent profit of 500,000 Book Marks under ordinary 
accounting procedures, is actually a net loss of 25,00 
Gold Marks. The reason for this, of course, is the failure 
to account for changes in money value that occur during the 
accounting per~od. The danger that immediately becomes ap-
parent is that if the process of ignoring money value changes 
is continued during a period of rising prices, original capi-
tal purchasing power is disbursed by the payment of dividends 
out of these fictitious profits, and as mentioned previously, 
these dividends are taxed as profit on investment. 
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Inflation Accounting in France 
France, today, faces identically the same problems 
Germany encountered after World War I. Because of the rapid 
decline in the value of the French Franc, industrialists in 
France have expressed worried queries about the effect of the 
falling franc value on their operations. The most pertinent 
of these are: 
a) Is it possible for an enterprise to provide funds 
for normal replacement of equipment when such replacement 
may well cost ten or more times the original purchase 
price and consequent allowable depreciation? 
b) How far is it possible under these conditions to pro-
vide a fair charge against earnings for the use of such 
equipment? 
The French Government has recognized these problems, and in 
an atte~pt to find a solution, has put into use a unique 
scheme of revaluation of assets. 
At various appropriate times, the French Govern-
ment releases a series of coefficients applicable to the 
years concerned. A reproduction of the list of coefficients 
that was released in 1947 is presented on the next page in 
Table II. These coefficients are calculated from a variety 
of pertinent index numbers by the government to be used in re-
valuing fixed assets. The procedure for revaluation is: 
Year 
1914-Prior 
1915 
1916 
1917 
191S 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
l92S 
1929 
1930 
COEFFICIENTS FOR REVALUATION OF FIXED 
, ASSETS IN FRANCE (1947)* 
Coeff. Year 
60 1931 
42 1932 
32 1933 
22 1934 
1S 1935 
17.4 1936 
12 1937 
lS 193S 
19.4 1939 
15 1940 
12.S 1941 
11.4 1942 
s.s 1943 
9.6 1944 
9.6 1945 
9.S 1946 
11 1947 
Table II:. 
*24, pp. 22. 
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Coeff. 
12 
14 
15.4 
16 
1S 
15 
10.6 
9,4 
9 
7.2 
6.6 
6 
4.4 
4 
2 
1.3 
1 
"Fixed assets are valued at current worth in current 
francs with proviso that maximum value at which any 
asset may be taken up should not exceed its cost mul-
tiplied by a legal coefficient of increase relative 
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to the year of acquisition. Original provisions for 
depreciation are raised by use of coefficients calcu-
lated for each year of life of asset. New depreciation 
allowance is equal to revalued asset minus revalued de-
preciation divided by remining years of life."* 
To illustrate the procedure, assume asset pur-
chased at a cost of 1,000,000 francs in 1937, estimated life 
20 years, is to be revalued for depreciation purposes in 
1947. Making use of the coefficients in Table II, the sched-
ule in Table III, following page, is constructed. From this 
schedule we see that that net asset value, based on original 
cost is l,ooo,ooo less 500,000 or 5,000,000 francs. The re-
valued net asset value is 10,600,000 less accumulated reval-
ued provision for depreciation of 2,545,000 or 8,055,000 
francs. Finally, the new annual depreciation allowance is 
8,055,000 francs allocated over the remaining 10 years, or 
805,500 francs per year. This is in comparison to 50,000 
francs per year allowed under ordinary procedures and illus-
trates again how drastically price fluctuations effect valua-
tions and consequent allowances for depreciation. 
*24, pp.20-23 
SCHEDULE ILLUSTRATING REVALUATION OF FIXED ASSET PRO-
CEDURE IN FRANCE 
Co- Adjusted Yearly Co- Adjusted 
Year Orig. ill:. Cost Prov, Eff, Provision Cost 
1937 100,000 10,6 10,600,000 
1938 50,000 9.4 470,000 
1939 50,000 9.0 450,000 
1940 50,000 7.2 360,000 
1941 50,000 6.6 330,000 
1942 50,000 6.0 300,000 
1943 50,000 4.4 220,000 
1944 50,000 4.0 200,000 
1945 50,000 2,0 100,000 
-
1946 50,000 1.3 65,000 
1947 50,000 1.0 50,000 
Total accumulated amortization 2,~/t~,ooo 
Table III 
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The table of coefficients is revised periodi-
cally to reflect changing conditions, necessitating revi-
sions in schedules and provisions for depreciation. When 
this is done, any excess depreciation, i.e. that which has 
not been allowed as a deduction from profits for tax pur-
poses, may not be deducted. The credit to the increase in 
asset values is credited to a special Revaluation Reserve 
account, and this reserve, so long as it remains undisturbed, 
is free of all taxes. 
The higher depreciation charge that results over 
the remaining life of the asset is an attempt to provide 
greater facility in the method of providing replacements and 
also a more rational charge for the use of the asset against 
earnings of the enterprise. It is advisable to remember 
that the entries consisting of higher depreciation do not 
themselves provide replacement funds. When existing depreciation 
reserves are revalued, there is no corresponding provision of 
funds. However, these higher allowances do assist in reten-
tion of profits in business and also assist in the presenta-
tion of rational earnings statements. Actual use of the 
method has produced results that are sometimes a severe shock 
to businessmen. What normally has resulted in a profit, 
has been actually shown, by the use of this method to have 
been non-existent or in some cases, actually a loss. 
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Method Proposed by H .w. Sweeney * 
The degree of inflation, at present, in the United 
States, is no-where near that experienced by Germany in the 
past, or in France today, but some degree of inflation exists. 
with very uncertain prospects as to its future course. The 
consequences, as discussed previously were and are recog-
nized by many, and, as in other countries, some attempts at 
a solution have been proposed. Perhaps the most notable and 
completely comprehensive proposal was that offered by Henry 
W. Sweeney, in his book entitled, "Stabilized Accounting." 
In this book, he discusses at length the defects in accoun-
ting records resulting from the use of standard procedures, 
most of which have been discussed previously, and then pro-
ceeds to evolve a system of Stabilization of Accounts. His 
method centers around procedures for correction for changes 
in both the special and general values of money. He linked 
his adjustments for the general value of money to Snyder's 
Index No. Series of General Price Level in the United States, 
an index number that has since ceased to be calculated and 
published. He recognized that variations in values due to 
changes in the special value of money may be different than 
such variations due to general value of money, and with this 
in mind proceeded as follows: 
*52, PP• 1 - 85 
30 
The stabilization procedure is first applied,to assets, 
liabilities, and then to the investment made by the 
owners. When completed, the residue is either a sur-
plus or a deficit. At this point, all unrealized 
gains and losses, contrary to normal procedures, must 
be ascertained in order to construct the Stabilized 
Profit and Loss Statement. This Profit and Loss State-
ment will consist of both a realized and unrealized 
section, the latter containing the results, if any, 
from Stabilization of Balance Sheet accounts. The 
realized section will contain both the net income or 
loss from business activities, and realized net profit 
or loss on money-value changes. Without attempting 
a detailed explanation of the procedures for Stabi-
lizing the accounts,* a comparison of the Stabilized 
' . 
and Unstabilized accounts of a fictitious corporation 
as at Dec. 31, 1933, when price level was 150, up 50 
from first of year, appears as follows: 
*52, pp. 1 - 85 
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A Corporation 
Profit and Loss Statement 
Year Ended Dec. 31, 1933 
Realized: Unstabilized Stabilized 
Gross Income 3000 3600 
Leas Depreciation Expense 
_2QQ _12Q 
Net Income from Business Activities 2500 
Leas Net Loss on Changes in Money-
2850 
450 
2400 
150 
150 
2250 
Value 
Realized Net Inc. for Year 
Net Loss on Changes in Money Value 
Unrealized Net Loss for Year 
Final Net Income For Year 
Balance Sheet 
Dec. 31, 1933 
Cash 
2500 
750 750 
Fixed Assets 1000 1500 
Less Res. for Depreciation 
Capital Stock 
Surplus 
Realized Net Income for Year 2500 
Less Dividends Paid 
Realized Surplus Dec. 31,'33 ~ 
Unrealized Net Loss for Year 
Unrealized Deficit 
Net Surplus Dec. 31, 1933 
500 _..llQ 
1250 
1000 
2400 
2250 
~ 
150 
150 
.llQ 
1500 
1500 
0 
1500 
-
In proposing this method, Sweeney strived towards 
two objectives, namely: 
a) Expressing all items in the same unit base adjusted 
to price level. 
b) Illustrate to what extent original and subsequently 
acquired purchasing power are maintained. 
In a modification of his procedure, Sweeney notes 
that Stabilization on Replacement Cost, instead of his method 
which is based on original coat, may be more informative. 
The procedure ia identical, except that replacement cost 
ia used, instead of adjusting original cost by means of in-
dices. 
Sweeney's method of Stabilization, when first in-
troduced, was criticized harshly as being too radical. Some 
critics today feel the same way as evidenced by the quotes 
included in the introduction. The feeling is still very 
strong among many, that violation of such rules as 'cost-or-
market' when dealing with inventories, original cost when 
concerned with depreciation, and non-recognition or unreal-
ized gains and losses, is deviating from so-called 'conserva-
tive' accounting, and hence should not be approved procedure. 
As is usually the case, the situation will dictate the remedy, 
and the author feels that remedies, involving the above-men-
tioned violations, and perhaps others, will eventually be 
approved in such situations. 
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Retention of larnings - Texas Co. 
In 1947, in its annual report to the stockholders, 
The fexas Co., included a letter from the chairman of its 
Board of Directors, which read as follows: 
"Under prevailing conditions, additional funds 
must be provided, by retaining for investment, a sub-
stantial portion of the company's earnings. This is 
particu~arly advisable at the present time because 
earnings reflect depreciation charges based on cost of 
plant and equipment installed at a time when material 
and labor costs were substantially lower than they are 
today, and cost of finding crude oil was substantially 
lower than it is today."* 
This statement highlights precisely the delemma facing busi-
nessmen today, especially since this statement was made in 
1947, when such costs were somewhat lower than they are to-
day. This is by no means an isolated case, and with the 
passage of time, the author believes that eventually, the 
rising price level will result in industrialists recognizing 
the effects and adopting means of their own to offset them. 
Accountants will also realize the dangers involved and even-
tually agree that some modification of present procedures is 
necessary. 
*23, Letter to the Stockholders 
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Method Proposed by William Blaikey 
One executive, who recognizes the danger& inherent 
in not accounting for money value changes, has evolved a 
scheme of his own for meeting these problems. This official, 
William Blaikey, Vice-President of the Caterpillar Contract-
ing Co., in an address before the National Association of 
Cost Accountants,* presented a simple scheme, an outline of 
which is best presented by showing examples of how he would 
construct an Income Statement and Statement of Financial Po-
sition. They would appear as follows: 
Results of Operations 
Sales 
Costs: 
Inventories brought forward from last period. 
Materials, Supplies, Services Purchased - (Cost) 
Wages and Salaries 
Portion of Current Replacement Cost of Buildings, 
Machine and Equipment allocated to period. 
Income Tax 
Increase in Price Level applicable to Inventories (1) (2) 
Deduct: 
Inventories carried forward to next period at current 
replacement cost. 
Costs allocated to period. 
Add: Profit Employed in business at beginning of period. 
*31, PP• 1·35 
Deduct: Dividends paid during period 
Profit employed in business at end of period. 
Financial Position 
Current Assets 
Cash 
Trade Receivables 
Inventories (Current Replacement Cost) 
Deduct: Current Liabilities 
Payables - Trade 
Income Tax 
Net Current Assets 
Deferred Charges 
Buildings-Machinery-Equipment (Current Replacement 
Cost) 
Less Accumulated Amortization 
Land - At original Cost 
Net Assets 
Source of Net Assets: 
Capital Stock 
Profit employed in Business 
Change in Price Level 
Balance at Beginning of period 
Increase for period 
Inventories (l) (3) 
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Buildings, Machinery, Equipment (net) (l) (3) 
Balance at end of period 
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(1) In the event of price level decline, price change 
adjustments treated here as additions, would become 
deductions. 
(2) Element of ~oat of Goods Sald. 
(3) Analysis of these balances could be given to show 
particulars of chage during period. 
From analysis of the foregoing statements, one 
can see that Mr. Blaikey has revalued his fixed assets and 
his inventory:·on a replacement value basis and, a unique 
feature here is that he carries the increase in inventory 
values due to price levels directly to Cost of Goods Sold. 
His construction of a Financial Position Statement is some-
what strange in comparison to the type usually encountered, 
but nevertheless, it is appropriate and very adaptable to 
the scheme he has proposed. 
In proposing this scheme, Mr. Blaikey had three 
basic ideas or objectives in mind: 
a) Market replacement Theory is the only convenient 
device for conversion of original cost to current 
cost. 
b) One common plane of current money values should 
be used throughout statements. 
c) Such current costs are the only properly charge-
able costs to current revenue. 
By putting these theories into practice, he be-
lieved that his ultimate objective of accounting for capital 
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in its economic or purchasing power sense, was obtained. 
Actually, when questioned after his speech, he said that 
his company, although not publishing statements similar to 
those proposed, felt that publication of such statements 
would show that methods were being used, which he consider-
ed were years ahead of their time. However, for their own 
private use, they were prepared and used to advantage. 
Keeping in mind that this address was presented in 1948, 
the author is convinced that methods, similar to those pro-
posed, are not to be relegated to the too distant future, 
in fact, if conditions produce still further rises in the 
price level, the time to pass before such methods become 
approved procedure, may be considerably shortened. 
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PROPOSED STABILIZATION PROCEDURE 
From examination of the foregoing, it is evident, 
that, depending upon objectives, there are an innumerable 
number of possibilities and procedures that may be used to 
counteract the damaging effects of an inflationary cycle 
upon accounting statements. In fact, reference to the biblio-
graphy, and the late editions of professional literature, 
will not only reveal many different types of systems in use 
privately, but also reveal a rising clamor among many people 
that some sort of relief to counteract these damaging effects 
should be authorized as acceptable procedure. As is perhaps 
normal, the agitation for relief is concerned mainly with the 
proper accounting for fixed assets and their gradual depre-
ciation, and also with the proper provisions for inventories, 
whose replacement costs have been skyrocketing. Many con-
cerns, in their purchase of new equipment, have encountered 
extremely high prices in comparison both with original cost 
of old equipment, and with consequent allowable depreciation 
reserves. As a result, many of these concerns are privately 
practicing methods of charging revenues with anticipated 
costs of replacing equipment. In addition, these same con-
cerns are faced with the problem of purchasing inventories 
at greatly increased prices and to do so, they must either 
borrow new capital, or retain large amounts of earnings, 
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with explanations to stockholders of reasons for retention 
of such earnings. These two situations, since they are con-
tinually encountered, receive the greatest amount of atten-
tion. Many concerns, however, are content to provide for 
these two contingencies, and ignore completely the effects 
of inflation on their other accounts, perhaps, because the 
effects are not so obvious. 
In an attempt to provide for all the contingen-
cies concerned with the changing dollar value, the author 
has evolved a system of accounting, the principles and me-
chanics of which, appear on the following pages. When exa-
mined, the system will seem radical in comparison to the 
principles in practice today; such radicalism being neces-
sary, the author feels, to meet the present difficulties 
of an ~nflationary cycle, which shows signs of increasing 
in degree. Also, history shows that in this country, a£ter 
World War I, similar conditions forced the radical step 
of an overall general write-up of assets in industry, fol-
lowed by an embarassing write-down of these same assets. 
Necessity being the mother of invention, and with the lesson 
of experience behind us, some agjustments of present pro-
cedure are necessary, however radical they may seem to be. 
In order to proceed logically, some objectives 
must be set forth, and in this situation, they are these: 
a) Expression of all items of value on financial re-
ports in terms of dellars of current purchasing 
power value, both general and special 
b) Proper and accurate matching of costs to revenue on 
a current dollar basis. 
c) Maintenance of original and all subsequently acqui-
red purchasing power, both general and special. 
Fixed Asset Stabilization 
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With such objectives in mind, the first item we 
shall consider is that of fixed assets such as Buildings 
and E~ipment. The problem faced here is how to express 
a fixed asset in dollars that represent its current value, 
and also charge that portion of the asset consumed to pe-
venue in current dollars? In doing so, we make our first 
radical change from present procedure, namely, discarding 
the theory of depreciation on original cost. It is evident, 
as expressed previously, that such procedure, in periods 
of varying dollar value, results in figures that are mean-
ingless and misleading. 
To express a fixed asset in its current value in-
volves this difficulty: is the figure to be used an amount 
to express current value in kind (replacement value), or 
current value in purchasing power? A practical illustra-
tion will simplify the explanation and show the reasons 
for the choice of the proper value. 
Assume A Corporation purchases a two-speed lathe 
in 1940 when dollar was valued at 100% purchasing power. 
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In 1950, at the end of its life, the lathe is to be repla-
ced with a new one. Its current value in kind would be the 
price of a new lathe of an exactly similar type. This price 
would be an accurate expression of current value in kind of 
the purchase price of the original lather. In 1950, practic-
ally speaking, it may be difficult to find and price an 
exactly similar lathe, because of innovation and new design. 
In addition, the needs of A Corporation may be such that a 
lathe of different design, for instance one of four speeds, 
may be necessary or more desirable. This type of replace-
ment is very common in an industry subject to competition, 
such as is encountered in our present day economy. This 
being the case, replacement in kind would be a damaging 
policy for A Corporation to follow. 
The other possibility is that of expressing the 
value of an asset by a figure that represents the current 
value in purchasing power of the original cost. Further 
examination of the term purchasing power is needed here be-
fore proceeding. The purchasing power of a dollar at any 
one moment is different, depending upon what is to be pur-
chased. Expressed differently, in the same period of time, 
building costs may triple, for example, while equipment 
costs may only double. This different degree of fluctuation 
is known as the fluctuation of the special value of money, 
and is brought about by varying fluctuations of component 
costs within each type of industry. With this in mind, in 
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the procedure that follows, I have made use of various index 
numbers, not with the idea that the numbers used are proper 
and accurate, but with the idea that index numbers can be 
constructed to appraise accurately the current value of the 
fixed asset dollar. This idea is based on these premises: 
a) All types of fixed assets, such as buildings and 
equipment incur costs of raw material, labor and 
overhead. 
b) When dollar value fluctuates, costs of such items 
expressed in dollars fluctuates. 
c) Index numbers, constructed by use of sound statis-
tical procedures, and by impartial authorities, can 
accurately reflect in value of each of these items. 
For instance, it is possible to construct separate 
indices for building labor cost, building material 
cost, etc. 
d) Again using sound statistical procedures, these 
separate indices can be combined into one overall 
index applicable to each type asset, in this instance, 
for example, an overall building costs index. 
e) Use of such overall index numbers, will very closely 
trace the rise and fall in the special value of the 
dollar. 
f) Difference between actual replacement cost, and ad-
justed valuation of original cost is attributable 
to innovation resulting from research and design, 
and new ideas, properly requiring additional investment. 
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Applying these principles the various classes of 
fixed assets, and construction of related indices, will all-
ow accurate and proper adjustment of original costs, and 
hence, consequent allowable depreciation. 
The examples which follow illustrate the actual 
mechanics of procedure that are used to adjust fixed assets 
in this instance. It must be pointed out at this point 
that this procedure applies in both the rise and fall of 
the inflationary cycle. Essentially the procedure is this: 
1) Determine estimated life of asset. 
2) At end of accounting period, adjust original cost to 
current cost by means of appropriate index number. 
3) Charge fraction of cost arrived at in (2), and attri-
butable to period, against revenue of period concerned. 
This charge is a charge against operations. 
4) Differences between current years depreciation and 
prior years provisions are to be charged against income 
and placed in non-operating section of income statement. 
In the example illustrated in Table IV and Chart A, on the 
next two pages, asset was assumed to have a life of 10 years, 
and purchased at a cost of $8830 on Dec. 31, 1937. The in-
dex number used is an equipment costs index based on year 
1926.* At the end of 1938, the original cost adjusted to 
index number was $8440. The adjustment is accomplished by 
means of the following entry: 
*Equipment Cost Index - Stevens Valuation Quarterly 
(see Table VI, page 69) 
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Depreciation Expense 840 
Allowance for Depreciation 
The depreciation expense is charged directly to operations 
by placing it in the operational section of the income 
statement in the usual manner. 
At the end of 1939, the adjusted asset value in-
creases to $8480, because of increase in the price level, 
resulting in entry: 
Equpt. - Adjustment to Present Value 40 
Adjustment Resulting from Appraisal 40 
The balance of the equipment account is now $8480, and 
hence, depreciation charge against operations is 1/lOth 
of $8480, or 848 dollars. In additiQn, since only $844 was 
charged against prior years operations, the accumulated 
allowance for depreciation is deficient in the sum of $4. 
This deficiency occurs in the period in which the price 
level change occurs, and as sucru~ is applicable to the in-
come of that period. However, since it is not concerned 
with operations, it should be segregated from operational 
section of income statement, and treated as a non-opera-
tional adjustment to income. The entry would be: 
Depreciation Expense 848 
Adjustment-Prior Years Depreciation 4 
Allowance for Depreciation 852 
This procedure is continued until entrie life of asset has 
expired. At this time, as shown in Table IV and Chart A, 
\1'\ 
~ Table rl 
* 
Y ear Equpt. Adj. Cost 1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 
Cost Cost 
Index · 100 844 848 866 926 996 1002, 1024 1034 1232 1506 
1938 84.4 8440 844 
-
4 18 60 70 6 22 10 198 274 
1939 84.8 8480 848 
-
18 60 70 6 22 10 198 274 
1940 86.6 8660 866 
-
60 70 6 22 10 198 274 
1941 92.6 9260 926 ... 70 6 22 10 198 274 
1942 99.6 9960 996 
-
6 22 10 198 274 
1943 100.2 10020 1002 
-
22 10 198 274 
1944 102.4 10240 1024 
-
10 198 274 
1945 103.4 10340 1034 
-
198 274 
1946 123.2 12320 1232 - 274 
1947 150.6 15060 1506 
Total Adjustment 
-
4 36 180 280 30 132 70 1584 2466 
Net Provision 844 852 902 1106 1276 1032 1156 1104 2816 3972 
Cumulative Total 844 1696 2598 3704 4980 6012 7168 8272fl088 15060 
Life - 10 years Cost, $8830 on Dec. 37, 1937 
*Stevens Valuation Quarterly - Equipt. Cost Index (See Table VI, p. 69) 
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the adjusted value of asset, and its allowance for depre-
ciation are equal and represent the present day equivalent 
of original purchasing power. Also, in each year of opera-
tion, the proper portion of the asset consumed has been 
charged to revenue, resulting in more accurate matching of 
costs to revenue. 
The example illustrated by Table V and Chart B, 
on the next two pages, show the effects of a fall and a 
following rise on the procedures suggested. In this case, 
the asset is a building, life ten years, purchased on 
Dec. 31, 1925, and index for adjustment used is a building 
cost index* whose base year is 1926. The procedures for 
valuation and calculation of depreciation are illustrated 
in the schedule in Table V, and are exactly similar to 
those used in equipment illustration above. 
Land 
The only other type of fixed asset, usually en-
countered in industry, is that of land. Fixed assets, 
such as buildings and dquipment are in the nature of de-
ferrred charges since, over their entire life, they are 
gradually dissipated by charges against revenue. Land, 
which is very rarely used in the manufacturing process, 
poses a peculiar problem in determining a method for its 
valuation. Special index valuation is out of the question 
*Bldg. Cost IndexL Steven's valuation Quarterly 
See Table vi, pp.69 
since land values are affected by a variety of immeasurable 
circumstances, at times, seemingly unrelated. To allow 
management to value its land would probably result in ab-
use of the privilege. Valuation by competent and ~mpar­
tial appraisal would seem the only course open but prac-
tically speaking, this may be both inconvenient and expen-
sive. Therefore, the only practical procedure would be 
to adjust the original cost value by means of a general 
index* of purchasing power, and allowing such valuation to 
stand until facts show that such valuation is grossly in-
adequate. At this time, with substantiating evidence, 
adjustments to correct the inadequacy sho~ld be made. The 
actual entry would Be: 
Land-Adjustment to Present Value XXX 
Adjustment Result from Revaluation xxx 
Such adjustment is necessary to adhere to our objective 
of expressing all items on financial statements in dollars 
of current value. 
Inventory Procedure 
The next item to be considered is the valuation 
of inventory, and here, we must modify or discard another 
established rule, currently in vogue, namely, valuation 
at lower of cost or market. Analysis of the operation of 
this rule, as mentioned previously, provides for a decline 
*Bureau of Labor Statistics - Consumer Price Index 
(See Table Vi page 69) 
"' 
""*" 
* Table V 
* 
Year Bldg. Adj. Cost 1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 
Cost Cost 
Index 10 1000 986 995 967 891 841 704 772 845 886 
1926 100 10,000 1000 
-
*14 9 *28 *76 *50 *137 68 73 41 
1927 98.6 .9860 986 
-
9 *28 *76 *50 *137 68 73 41 
1928 99.5 9950 995 
-
*28 *76 *50 *137 68 73 41 
1929 96.7 9670 967 
-
*76 *50 *137 68 73 41. 
1930 89.1 8910 891 
-
*50 *137 68 73 41 
1931 84.1 8410 841 
-
*137 68 73 41 
1932 70.4 7040 704 
-
68 73 41. 
1933 77.2 7720 772 
-
73 41 
1934 84.5 8450 845 
-
41 
1935 88.6 8860 886 
Total Adjustment 
-
*14 18 *84 *304 *250 *822 476 584 369 
Net Provision 1000 972 1013 883 587 591 *118 1248 1429 1255 
Cumulative Total 1000 1972 2985 3868 4455 5046 4928 6176 7605 8860 
*Decreases *Building Cost Index - Stevens Valuation Quarterly (See Table Vi, page 69) 
Life 10 years - Cost $10,000 on Dec. 31, 1925. 
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in the price level, but makes no provision for a rise in 
this same price level. 
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For purposes of illustration assume A Corporation 
has $10,000 inventory of materials at the beginning of the 
year. During the year it purchases an addit~onal $20,000 
of materials. At the end, of the year, it values it inven-
tory at lower of cost or market, and ends up with a figure 
of $12,000. Under present procedure, the cost of materials 
used is calculated as $18,000. This figure is correct only 
if the price level of inventory has been constant throughout 
the year. However, if at the end of the year, the market 
price is higher or lower than cost, the figure arrived at 
by use of the lower of cost or market rule is not representa-
tive of actual cost of materials used. The reason for this 
is based upon this oversimplified example: 
If a concern purchased one unit of material at begin-
ning of year for $10 and used it in manufacturing process 
resulting in finished good sold for $20, and then found it 
now needed $12 to purchase the same one unit to continue 
operations, a charge of $10 against the $20 of revenue would 
be an understatement of actual cost. The important fact 
is that the economic worth of the unit of material has not 
changed but the unit of measurement has changed and should 
be recognized. The cost, therefore, to be charged against 
the $20 of current revenue, is the current cost of $12 of 
unit of material used. 
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Applying this principle to the general case, 
assuming a period of rising prices, the method of compu-
ting cost of materials used, suggested by author, is similar 
to method suggested by Blaikey,* with the actual mechanics 
of adjustment shown in following schedule: 
Beginning Inventory 
Purchases 
Totals 
Ending Inventory 
Units Used in Mfg. 
Partial Cost of Mats. 
Costs Due to Price Level 
a) 100 ($120-$100) 
b) 300 ($120-$110) 
Total Cost of Mats, Used 
100 
300 
4,00 
50 
350 
$10,000 
$33.000 
$4.3 ,ooo 
6.000 
$37 ,ooo 
2,000 
3.000 
142.000 
$100 
1110 
$120 
The entry to account for cost due to price level rise would 
be: 
Cost of Goods Sold 50001 
Reserve for Inv. Price Rise 5000 
As is seen, this cost arising from price level variations 
is carried directly to cost of goods sold section of income 
statement, This, in effect, recognizes the change as and 
when it occurs, and also charging to revenue, its proper 
See PP• 33-35. 
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costs. By valuing our ending inventory at market price 
rather than at some other value, we have maintained our ob-
jective of expression of items in current dollar value. Also 
in practice, the valuation of ending inventory requires no 
more work or effort than is now used to apply cost or market 
rule. 
Fixed Liabilities 
The counterpart of fixed assets are so-called fixed 
liabilities. Their occurrence is rare, and it is sufficient 
to say that their treatment is just the same as that for fixed 
assets with just the opposite results. 
Money Value Asset Stabilization 
The preceding discussion and adjustments covers 
the so called real assets and their changing values due to 
special value of money. As mentioned before, management, 
faced with these items in everyday activity, is concerned 
about their treatment, and have in many cases made private 
use of systems to account for these changes. Very few people 
have recognized the gains and losses that occur from fluctua-
tions in the general value of money. To illustrate such a 
gain, assume had in your possession $100 when the dollar was 
worth 100% purchasing power. At this time, if this money was 
spent, you could buy a certain amount of goods. However, not 
needing the goods at this time, you postpone purchase for a 
year, and at this time, decide to buy these same goods. Now, 
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assuming the general index has risen twenty-five points to 125 
theoretically, you would find that it now cost 125 dollars to 
purchase the same amount of goods that could have been bought 
at the beginning of the year for 100 dollars. A very real 
loss, unrealized if purchase is not made, realized if purchase 
is made, has occurred, and under today's procedures is being 
ignored completely. Applied on a larger scale to corpora-
tion assets, such losses and gains occur due to general value 
changes in the dollar, in all current assets such as cash, 
accounts receivable, etc. All outstanding liabilities, such 
as accounts payable, notes payable, bonds payable, etc., 
are also affected by changes in the general value of money, 
with the results being just the opposite of those encountered 
in current assets. Provision for such losses and gains is 
justifiable and proper procedure. 
Very conveniently, since the dollar is what these 
items are expressed in, and the dollar is also legal tender, 
no adjustment of the figure representing their value is nec-
essary since they are expressed in current dollars at all 
times. The adjustments to be made is for the money value 
loss occurring tn these figures because of the fluctuation 
in the value of money. Such adjustment is a necessity if 
we are to maintain the purchasing power of both originally 
invested and subsequently acquired capital, which is one of 
our objectives. 
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Before attempting to describe a procedure to ad-
just for this money value type gain or loss, the theory be-
hind the procedure should be explained. In essence, the in-
come statement is a description of the transactions that 
occur between successive financial position statements, and 
as such, contain the information concerning incoming reve-
nue and outflowing costs. This revenue and cost is reflec-
ted directly in the balances of the various items on the fi-
nancial position statement. Therefore, if some adjustment 
of their balances and their differences during the period 
could be made, the gains and losses could then be calculated. 
The most accurate method would be to link the amount invol-
ved in each transaction to the general index at the time of 
the transaction, but, obviously, this would be a practical 
impossibility. Therefore, some method of averaging must be 
used. In the procedure that follows, the general Index* 
used has as its base year, 1926. The assumption is made that 
the changes in the balances of these money value type asset 
occurs evenly throughout the year, or at the average index 
number for the year. A description of the gain or loss that 
occurs in all possible instances follows: 
Case I Rising Price Le~el - Constant Balance 
*Bureau of Labor Statistics - Consumer Price Index 
See Table Vi page 69 
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Date 1/1 12/31 
Index No. 100 110 (Ave) 120 
Balance $100 $100 
Asset - The loss here is $20 and reasoned as follows: If 
the balance represents cash, $120 would be needed 
at the end of the year to purchase what only $100 
would have purchased at beginning of the year. 
Therefore loss of $20 has occurred. If the balance 
represented accounts receivable, and had been paid 
at the end of the year, the money received would 
have bought less than if account had been paid off 
at beginning of the year. 
Liability - If the balance represented any debt of the cor-
poration, the opposite is the story, that is a $20 
gain has occurred. If debt were paid off at the end 
of the year, the $100 used to pay the debt would 
purchase less at time pf payment than if debt were 
paid off at beginning of the year. 
Case II Fall in Price Level - Constant Balance 
Date 1/1 12/31 
Index No. 100 90(Ave) 80 
Balance $100 $100 
Asset - A gain of $20 has occurred since it requires only 
$80, at the end of the year, to buy the same amount 
of goods that had $100 as its purchase price at the 
beginning of the year. 
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Liability - If balance represents a debt of the corporation, 
a loss is the result because if the debt is paid at 
this time, the money used in payment has greater 
purchasing power than the amount needed at the begin-
ning of the period to pay debt. 
Case III Rise in Price Level - Rise in Balance 
Date 
Index No. 
1/1 
100 
$100 
llO(Ave) 
12/31 
120 
$150 Balance 
Asset - Using the same reasoning as above, loss on opening 
balance of $20. Loss on $50 difference reasoned as 
follows: $50 assumed to have come in evenly through-
out year at average index of 110. Loss equal to 
120 (50) - 50 or $4.50. Total loss would be $24.50. m . 
Liability - Gain would be $24.50, calculated as in asset 
above, but using opposite reasoning. 
This same type of reasoning applies in all of the in-
stances to follow. 
Case IV Rise in Price Level - Fall in Balance 
Date 
• 
Index No. 
1/1 
100 
$100 
110 (ave) 
l2/3"t 
120 
$80 Balance 
Asset - Loss equal to 120 (80)-80 or $16 plus loss on dif-
Irn5 
ference of $20 equal to 110 (20)-20, or $2. Total 
Tim 
loss equal to $18. 
Liability - Total gain of $18, using same calculations but 
opposite reasoning. 
Case V Fall in Price Level - Rise in Balance 
Date 1/1 12/31 
Index No. 100 90 (Ave) so 
Balance $100 $150 
Asset - Gain on balance of $100 
100 
- so lOCi (100) equals $20 
Gain on $50 difference 
50 - ~(50) equals $5.56 
Total gain of $25.56 
Liability - Total loss of $25.56. 
Case V! Fall in Price Level - Fall in Balance 
Date 
Index No. 
Balance 
1/1 
100 
$100 
90(An) 
12/31 
so 
$SO 
Asset- Gain of SO -~(SO), or $16 plus gain on $20 dif-
ference of 20 -~(20), or $2. Total gain of $1S. 
Liability - Total loss of $18. 
The basic procedure, illustrated above, is applied to 
all of the money value assets found in corporate statements. 
In practice, the procedure shown by the following schedule, 
should be used. 
Schedule for Calculation of Monel Value Loss 
Date 1/1 12/31 
Index No. 100 105 (Ave) 110 
Money Value Assets: 
Cash 10,000 
Ac/Receiv. 15,000 
Prepayments 1 1 00o 
Totals 26,000 
Liabilities: 
Ac/Payable 2,000 
Notes Pay. 1,500 
Bonds Pay. 1o.ooo 
Totals 13.500 
· Differences 12.200 
Loss: (9000)fbS - 9000 equals $900 
(3500)!86 - 3500 equals $180 
Total loss of $1080 
12,000 
10,000 
~00 
22,500 
2,500 
1,000 
10.00Q 
13.500 
2.ooo 
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In recording this loss on the books, it must be remembered 
that it occurred in the period when the general price level 
rose and therefore is properly chargeable to the income of 
the period concerned, The entry is: 
Money value loss adjustment 
Adjust. resulting from money 
value fluctuation 
1080 
1080 
To preserve the operational character of the income state-
ment, the charge to income should be segregated from the 
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operational section of the statement. The offsetting charge 
is placed in the equity section of the financial position 
statement. 
Marketable Securities - Investments 
One final item that needs special consideration 
because of its peculiar position in the financial position 
statement, is that of marketable securities. Under today's 
procedures, ever present conservatism insists that cost 
should be the only method of valuation, despite the fact that 
such a figure may be entirely out of line with actuality, 
and as such, be meaningless. For purposes of this report, 
a closer examination of the situation is warranted. Evi-
dently, to maintain our objectives, some adjustment of ori-
ginal cost figures is necessary in order to express the value 
of these investments in their present day purchasing power. 
Before deciding what type of adjustment is proper, several 
important points must be kept in mind. First, investment 
in marketable securities involve risks, entirely apart from 
those encountered in everyday operations. Second, the intent 
behind the investment in these securities is to put excess 
idle funds to work, with the realization of the risks invol-
ved. Finally, mere appreciation of value of investments 
does not result in income or revenue and therefore, has no 
effect on income statement. 
With the above in mind, along with the fact that 
some adjustment of original cost is necessary, the only prac-
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tical method of valuation is that of market price. Some 
argue that violent fluctuations in the market price of secu-
rities nullifies the effectiveness of this method of valua-
tion. The answer to this is that the financial statement 
is a report as of the instant concerned and as such, should 
report the facts as they exist at that instant. The valua-
tion at market is a simple procedure to perform, determining 
such values with the aid of quotations from security markets 
and financial services. The actual adjustment to the account 
is accomplished by means of the following entry: 
Investment Appraisal 
Adjust. Resulting from Securities 
Appraisal 
XXX 
XXX 
The charges are made to the Investment Appraisal Account 
with the offsetting charge to the appraisal portion of equity 
section of the financial position statement. 
At the time of sale of such securities, the entries 
are: (assuming $50 profit on sale) 
Cash 150 
Investments 
Adjust. Resulting from Sees. Appraisal 
Profit on Sale of Securities 
150 
50 
50 
This procedure allows expression of current value, recog-
nizes income at time of sale, and finally permits the re-
cognition of the increase, or decrease in value of the 
asset as it occurs. 
01 
~· 
Pro-forma Statement of Financial Position 
Cash XXX Accounts Payable XXX 
Accounts Receivable XXX Notes Payable XXX 
Marketable Securities: 
Cost XXX Bonds Payable ~ 
Investment App XXX 
-
XXX Total Liabilities XXX 
Buildings: Capital Stock XXX 
Cost XXX Retained Earnings XXX 
Apprais. Adjust ~ Adj.-Inven. Price Rise xxx 
XXX 
Accum. Depree. ~ XXX Adj.-Money value changexxx 
Equipment: Appraisal Adjustments: 
Cost XXX Buildings XXX 
Apprais. Adjust ~ Equipment XXX 
XXX 
Accum. Depree •. ~ XXX Securities XXX 
Land: Total Appraisal ~ 
Cost XXX Total Equity of Stockholders 
Apprais. Adj. ~ ~ (Including Appraisal ~ 
Total assets ~ Total ~ 
Pro-forma Income Statement 
Sales (Operational Revenue 6nly) 
Less Sales Adjustments 
Total Operational Revenue 
Expenses: 
Material: 
Begin. Inventory xxx 
Purchases - Cost xxx 
Increase in Price 
Levels - Inventories ~ xxx 
Less Ending Inv. (Rep-
lacement Value) XXX 
XXX 
XXX 
Wages and Salaries xxx 
Depreciation Applicable to Period 
(Adjusted to price level) xxx 
Costs Allocated to Period xxx 
Income Tax 
Net Operating Income . 
Other Income (All Income other than Operatio~al)xxx 
Other Deductions (Interest, Non-Operational 
Losses oriDeductions) 
Net Income Before Adjustment for Price Level 
Less: Depreciation Adjustment-Prior Periods xxx 
XXX 
XXX 
XXX 
XXX 
Money Value Adjustment 
Earnings of Stockholders 
XXX~ 
XXX 
Dividends Paid XXX 
Earnings Retained in Business 
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Net Worth Section 
Adjustments for all types of accounts have now 
been considered with the exception of those in the net worth 
or equity section of the financial position report. These 
accounts reflect the original investment, and additions to, 
or reductions in its balance due either to operations or 
changes in capitalization. These changes are also reflec-
ted in the balances of all of the other items on the finan-
cial position statement. This being the case, if adjust-
ments are made to all of these other balances, the net worth 
section, which is actually a resultant of these other 
accounts will automatically reflect these adjustments. In 
other words, the adjustments to the various accounts for the 
variations in dollar value, will either directly, or through 
the income statement, be reflected in the net worth section 
of the position statement. 
To illustrate this point, pro-forma statements of 
financial position and income will be found on Pages 62 & 63. 
They will also show how all entries are posted. 
v 
CQN6LUSIQNS 
Criticisms and Conclusions 
The system proposed by the author will, because 
it incorporates modifications of present procedure sugges-
ted by others, receive the same criticisms. The important 
ones are: 
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1) Stabilization is too complex, and therefore not 
practical. 
2) It has no meaning tax-wise. 
3) Use of Index numbers is misleading and erronious. 
4) It recognizes unrealized gains and losses 
5) Stabilization is unnecessary since inflationary 
conditions are only temporary and return to nor-
mality is inevitable. 
The first of these criticisms, that of complex-
ity, does not result in a valid argument against the use 
of a stabilizing system. Evidently, for reasons explained 
previously, the present procedures in accounting are de-
ficient in that they make no provision for an inflationary 
cycle. Actual evidence of such deficiency is the concern 
voiced by many people directly concerned with the ~roblem, 
and also the numerous schemes already in use privately in 
an attempt to stabilize accounts. To argue that a system 
that produces more accurate results is not practical be-
cause of its complexity, would obviously retard any progress 
that might occur otherwise. In addition to this, the com-
plexity is, in itself, overemphasized. 
To discard an otherwise acceptable system merely 
because it has no basis tax-wise is also a non valid argu-
ment. Practically speaking, preparation of accounting 
data for tax purposes is of prime importance, but certain-
ly not the sole motivating force behind accountancy as a 
profession. In fact, it is an established fact that over 
a long period of time, tax methods and procedures tend to 
follow those adopted by the accounting profession.* To 
further emphasize the point, the author is convinced that 
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the government in its taxation policies, will provide, even-
tually, for the excess of current cost over original cost 
by some sort of graduated depreciation scheme, and that this 
provision will not be too long in forthcoming. In fact, if 
the inflationary trend continues to grow beyond that experien-
ced today, the provision may come sooner than expected. As 
for recognition of gains and losses due to changes in the 
general value of money, they, in the author's opinion, will 
not be recognized or provided for, for quite some time to 
come, if ever. 
The use of Indices as a means of a~justment has 
always been criticized. Basset Jones, in his article en-
titled "Arithmetic Monsters and Economic Absurdities,"** 
has expounded at length, and in a sharply critical manner 
about the reasons why index numbers should not be used. 
He states that index numbers have no discernable relation 
to actual markets, and when any such relation can be shown 
to exist, it has to do with a fictitious market. He also 
points out that index numbers calculated by different 
groups arrive at varying results when such numbers are 
*U.S. Income Tax Regs. 74, Art. 322 
** 9, pp.225-232 
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concerned with the same item. This is illustrated in 
Table VI, next page 1 where a group of indices, all having 
1926 as their base year, is tabulated. Finally, he states 
that these indices are constantly in need of adjustment to 
bring their results in line with actual conditions. Despite 
these very effective arguments against the use of indices 
for adjustment of values, the author is still convinced 
that proper construction of such indices, will'when used 
for adjustment, result in very accurate data. Thour.h 
g~anted 1 they may not be perfect, their use would provide 
results much closer to the truth, than is arrived at by the 
use of methods currently approved. 
Another point of criticism often advanced to 
those who advise some form of stabilization, is that it 
violates the ever present standard of conservatism by recog-
nizing unrealized gains and losses. As mentioned in the 
case of gains and losses in money value assets and liabilities 
the gain or loss is calculated usin~ the ending balance, and 
entered in the income statement despite the fact that end-
ing balance has not yet been disposed of. The actual loss 
or gain does not occur until such disposal takes place. 
The method of stabilization proposed in this report actually 
accumulates this gain or loss over the period of years con-
cerned, applying to each year within the period, its propor-
tionate share of ei~her loss or gain. In so doing, the net 
income of each year is an accurate reflection of the year's 
results. 
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As a final argument, often put forth by those who 
oppose stabilization, is the one that inflation is only 
temporary, and that return to normality is inevitable. 
There are many who will not go along with this argument that 
return to normal conditions is inevitable. If such were 
the case, and the period for such return were not excessive, 
perhaps stabilization would not be necessary. However, not 
being able to predict the time necessary for such a return, 
assuming such a return were inevitable, the system applies 
to both the inflationary as well as deflationary portions of 
the cycle, which in effect, nullifies this argument. 
Upon the examination of any system of stabili-
zation, it will be seen that the final overall result is 
the adjustment of the earnings figure to provide for the 
rise and fall in purchasing power caused by dollar value 
fluctuations. One very important fact must be kept in mind, 
and that is all of the various charges to income that arise 
from such stabilization procedure, do not in themselves 
provide additional revenue. They are merely accounting 
entries to arrive at more accurate results. 
One aspect of stabilization that has been avoided 
throughout this report, is the economic consequences re-
sulting from the overall acceptance of stabilization pro-
cedures. For going concerns, the overall effect would be 
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Index Numbers~' 
Cost of Living Building Costs 
1' 2' 3' 4' 5' 6• 7' 8' 
Nat Ind B.L.S. B. L.S .Eq'-.lpt. Bldg. Bldg. Const.Const. 
Year Conf Bd C.P .. I. WC.P.I.Cost Cost Cost Costs Costs 
1914 58.6 ~6.8 68.1 54.1 49.6 52.4 45.2 42.6 
1915 54.4 7.3 69.5 55.9 51.5 5~.6 46.5 44.5 1916 62.6 61.6 85.5 62.8 70.7 0.3 53.4 62.3 
1917 74.4 72.4 117.5 81.5 90.2 68.9 65.8 87.1 
1918 ')0.3 85.0 131.3 109.7 86.0 80.3 81.5 91.0 
1919 98.0 97.9 138.6 122.0 85.8 99.8 105.6 95.4 
1920 113.2 113.3 154.4 153.3 111.9 126.0 130.4 120.8 
1921 98.0 101.0 97.6 115.5 89.8 96.2 99.5 96.9 
1922 93.3 94.5 96.7 85.5 83.7 92.7 92.2 83.9 
19':?3 95.8 96.4 100,6 97.8 100.6 98.6 103.2 103.0 
1924 97.1 .96.6 98.1 105.3 100.4 99.0 102.3 103.7 
1925 99.2 99.2 103.5 105.3 98.7 100,0 100,0 99.4 
1926 100.0 100.0 100.0 100.0 100,0 100.0 100.0 100.0# 
1927 97.7 98.0 95.4 96.0 100.7 98.6 100.0 99.2 
1928 96.3 96.9 96.7 ')6.5 101.7 99.5 100,0 99.4 
1929 96.0 96.8 95.3 91.9 103.1 96.7 100.0 99.5 
1930 92.7 94.5 86.4 87.0 100,2 89.1 . 92.2 97.5 
1931 83.5 85.8 73.0 76.9 91.6 84.1 82,0 87.2 
1932 74.6 77.2 64.8 66.1 76.1 70.4 71.4 75.5 
1933 71.7 73.0 65.9 69.4 79.8 77.2 69.1 81.8 
1934 76.0 75.7 74.9 74.6 90.0 84.5 74.2 95.2 
1935 78.7 77.6 80.0 78.0 89.6 88,6 74.6 94.4 
1936 80.6 78.4 80.8 81.6 93.1 89.5 78.4 99.3 
1937 84.1 81.1 86.3 88.3 106.1 97.4 91.2 112.9 
1938 82.1 79.7 78.6 84.4 106.3 96.3 91.7 113.3 
1939 80.9 78.6 77.1 84.8 106.8 92.9 92.1 113.2 
1940 81.7 79.2 78.6 86.6 109.8 102.2 94.0 116.3 
19~1 85.5 83.2 87.3 92.6 114.3 109.2 100,4 123.9 
1942 93.7 92.1 98.8 99.6 120.3 117.7 111.1 132.9 
1943 98.9 97.7 103.1 100.2 123.7 122.1 116.1 139.4 
1944 100.2 99.2 104.0 102.4 127.0 126.6 120,3 143.8 
1945 102.0 101.6 105.8 103.4 129.2 133.6 125.0 148.0 
1946 108.5 110,2 121.1 123.2 142.0 155.4 148.5 166.3 
1947 119.7 126.1 152.1 150.6 169.2 182.2 198.3 198.5 
·~ 13, pp. 308. # Base year, (1926 = 106) 
1 1 -National Industrial Conference Board 
1 2 -Bureau of Labor Statistics - Consumer Price Index 
1 3- Bureau of Labor Statistice ~ 1lliolesale Commodity Index 
'4- Stevens Valuation Quarterly- Equpt. Cost Index 
1 5- Engineering News Record- Building Costs Index 
•6 - Stevens Valuation Quarterely - Build. Costs Index 
'7- American Appraisal - Construction Costs Trend 
1 8 - Engineering News Record - Construction Costs Index 
Table VI 
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the retention of greater amounts of revenue, with conse-
quent smaller dividend disbursements in periods of rising 
price level, with the opposite the result in a period of 
falling price level. Both of these effects seem desir-
able at the time they occur since they would have a ten-
dency to lessen the effects of either contingency. To 
discuss in further detail, the economic aspects of stabi-
lization procedures, would be beyond the ability of the 
author, and therefore such discussion must come from those 
more qualified in economic analysis 
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